. . Geveramest Lmployees Health Association

1. The Government Empleyees Health Asseciation (GEHA) was '
established for the sole purpose of previdiag payment of sickness,
accident, life, or other imsurance beaefits to its members. The
Constitution provides that any employee of the Central Intelligence
Agency may become a member aad any persea who is eligible for
membership must make application therefor and the Board of
Directors is authorized to accept or reject any such application §
and its actions shall be final, “

. 2. The present GEHA insurance program was the result of an

exhaustive survey and repert by an Insurance Task Force ia the
summer of 1954. Two mew plans, oae fer group life and cas fer
group health insurance, were developed and ceatracts were
negotiated with the underwriting companies. These plans are '
considered satisfactory both in the benefits and the premium rates.

The latter were fixed eu the basis o( Ageacy actuarial statistics

nvauublo at the time.

. 3. The two main problems which the Task Force seught to
surmount were the security aspects of settling cases arising in
coannection with cevert opsratiens uader normal cemmercial policies
and the fact that claims resulting from hasardous duty weuld be
subject to contest by cemmercial compeniss. The GEHA program
was specifically designed to cover both these preblems. In the
announcement of the program to the Ageacy ia Netice 20-660-19, it
was stated that the Ageacy has developed these insurance pregrams
in order to provide empleyses with better benefits and to aveld the

followiag problems:
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Board net to Fecemmend a hasardoys duty pay proéram.
The report of the Executive Secretary of 8 May 1953 to the Career o

s Service Board, Paragraph 2.4., Specifically states, "There is no

Division, Office of Perseanel. Notice 20-660-19 Provides that -
insuraace may be purchased by members of GEHA for staff employees,
staff agents, or coatract employees, or who are civilian or military
Personnel detailed to the Ageacy. It Appears quite clear, therefore,

that while GEHA i, in corporate form, it is ag Ageacy facility which
must be. fully responsive to Agency policies and requirements. This :
special relationship has Justified the utilisation of efficia] Agency fund-:":_

5. A recenat Tesolution (Tab A) of the Board of Directors hl raised
. 8 question whether the policies reflected therein are clearly consistent
with policies and requirements of the Ageacy. The facts are as follows,

" although the question {s one of goneral application. For a4 special
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o Lighesr priority and ol the gre
a grovp «l people were neaded (o
The ragudred qualificatiors dig not
4 it was necoscary to recruit this grou
& e Agency. From the startit was con
_ -empletion of their miesions, the individuals w
weir prior staius, both because that has beon thelr p
+nd bacaues theiv special capabilities would not readily be 340
.+ pormal activities of this Agency. Long consideration wia given
1o the method of employment and the relative merits of employine
;y certract appointment were studied at length. It was eventuslly
smcoomeaded and the Director approved that they be given staff
apjointmments for the apecial purposes of this project. COne of trs
sinimeats in this recommendation was that staff employment wo.ld
fautify thern for the Federal Employess Group Life Insurance
*;9gram, the so-czlled Eisenhower Program. In view of the nature
~{ tbeir miavione, it was deemed of the groatest importance that
Uars yroup be provided with all ths benefite in the event of death
.3t might be afforded by the Agepcy. Outright grants by the Agrucy
were congidered, Lut in view of a recently received ruliag, it wik
gelarm.nea that thie would irnpair the rights of their depenucnts
onder tas Federal Lmployces Corm-pensation Act. Consoquently, it
‘was detarmined that the best protection would be fox them to have
tne coverage supplied by the GEHA life insurance prOgrami. and
the first members of thiz group became members of GEHA.

¢. One raember of the group kas been killed in an accident with
_spulting ecttlarrent under the GEHA plan. Thereupon the Directors
of GEHA, not previously aware of this paruculer piluaiion, -avl and
- aange to the conclusion that this group were not "true'' employecs
" urdar their concept of the application of GEHA and chould not, theu‘:ﬁ%},{o Te
e eligible for membership because of the extra-hazardous rature of
heiy duties and their relatively temporary status with the Agency. ‘
fe 1loard further expressad the desire that extra-hazardous gituaticne
4t this nature be underwritten out of official funds. On being inforinec
+1 ¢215 yction by the Doard, the General Counsel reported to thie
Tieputy Director {(Support) a query of the propriety of the Beoard's
1ction and whether that action was consistent with Agency policy.
" On o Juse, the Deputy Director {Support) and the General Counsal e
ruet wiza the Uirectors of GEHA 1> datermine what lssues mgkt exie? J
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~hazardouns
e GEHA program
§ and that in negotiations
rance Company the company had not been put On 80
e sups engaged in extra-hasardous missions might "c’?ma'uada
U gls enverage of the program. The Deputy Director (Support) and the
Geneiad Counsel reepeaded that the program was designed to enable.
Ciae Agoncy to Carry cut its missions in the most effsctive mannar
.ol hamd this raission necessarily included hazardous Rxtra- L
Lnpardoua misvions, that the contracts ard premiums were pegotiated
i SRARLRTACSE available at that time but no cne could foretell what
ir waperigace of the Agency would be in futurs years, ‘that employees
" emould not ba categorized by groups but should be afforded the fuli
- anppoxt of the Agency. anc taat this present special gréu";’i was exactly the ;
cope tor which the GEHA program would serve its most useful purpoés. :
@, ctueranre, the insurance company repre sentatives had, #rcarding
tae information available to the General Counsel, been fully aware :
taat ceTtain persons or groups might be engaged in hagardous activitiss. . v
_ The Dsputy Director (Support) took the general position that a resolution "}
cuch as that adopted by the Board might have a severely detrimental by
joag-term result. As an argument against allowing membership by
thix apecial group under consideration, members ‘of the Board pointed
aut that they bed boen resisting pressure to allow membership for
stract employees as the Beoard bad considered them ‘not within the.
lation of the program though the Agency potice specifically
for toem. s . e ddeg

', "No agresment wig roached at the meeting, and the Doputy :
{Arector (Support) asied the Board to report their conclusion after
inviver consideration of the arguments. The Board later reported
o2t kb wtoed behind iia resolutions unless means wers found by which "7
fuw Agency would underwrite any loss by death unde s particular
proiact. Generxal Counsel is studying the possibi}ﬁiﬁt_i"e’ of such under-~
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~5:iamg by the Agency, but the technical answer is not controlling
< the issue here presented. It is recommended that the Career-
cra:mcil call a special session to mest with the members of the
GEHA Board or their representatives to consider whether or not
- i%s policies row adopted by the GEHA Beard are in accordance with
th» understanding and intent of the Career Council and with the

ooiicies and reguirements of the Agency, and if mot what action is

A
required to resclve the inconsistencies.

/s/ Lawremce R. Houston
per JSW

LAWRENCE R. HOUSTON
General Counsal

Srlaghment
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